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SUBJECT: SINO-US ECONOMIC RELATIONS 

REF: PEKING 1490; PEKING 1020 

1 . FOLLOWING DEPARTURE OF CHRISTOPHER PHILLIPS AUGUST 2, LI 
CHUAN, VICE CHAIRMAN OF CCPIT, HAD A SHORT TALK WITH E/C 
COUNSELOR, WHICH WAS UNUSUAL IN THAT NO OTHER CHINESE WERE 
PRESENT. 

2. E/C COUNSELOR TOLD LI THAT IT WAS CLEAR THAT SINO-US TRADE, 
PARTICULARLY U.S. EXPORTS, WOULD BE DOWN SHARPLY THIS YEAR, 

SINCE TRADE FOR THE FIRST HALF OF 1976 BARELY EXCEEDED US$200 
MILLION AND KELLOGG EXPORTS HAD BEEN COMPLETED. LI SAID THAT THE 
GENERAL TREND OF RELATIONS BETWEEN THE U.S. AND CHINA WAS 
IMPROVING, AND IT WAS CLEAR THAT TRADE WAS INCLUDED IN 

THIS TREND. THE CURRENT DECLINE IN TRADE WAS, HISTORICALLY 
SPEAKING, ONLY A SHORT AND TEMPORARY SET-BACK IN THE LARGER TREND 
OF IMPROVEMENT IN ALL KINDS OF RELATIONS BETWEEN THE CHINESE 
AND AMERICAN PEOPLES. ONCE DIPLOMATIC RELATIONS WERE 
ESTABLISHED, LI SAID, TRADE WOULD INCREASE, AS WOULD EXCHANGES 
OF ALL KINDS, SUCH AS DELEGATIONS AND EXHIBITIONS. LI SAID THAT 
HE FELT SURE THAT THE PRESENT DECLINE IN TRADE WOULD SOON BE 
REVERSED. 
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3. COMMENT: LI AND OTHER ECONOMIC OFFICIALS OF THE PRC 
HAVE PREVIOUSLY TAKEN THE POSITION THAT REDUCED SINO-US 
TRADE IS ONLY A TEMPORARY PHENOMENON CAUSED BY ECONOMIC 
FACTORS, AS IN MINISTER OF FOREIGN TRADE LI CHIANG'S STATEMENT 
OF JUNE 8 TO AMBASSADOR GATES. US EXPORTS WERE RELATED MORE 
NEGATIVELY TO NORMALIZATION RECENTLY BY VICE FOREIGN MINISTER 
WANG HAI-JUNG, WHO COMMENTED TO A CONGRESSIONAL STAFF 
DELEGATION THAT "REGARDING TRADE BETWEEN OUR TWO COUNTRIES 
WHEN OUR RELATIONS ARE STILL NOT NORMALIZED, JUDGING FROM THE 
GENERAL SITUATION, IT IS IMPOSSIBLE THAT THERE CAN BE AN INCREASE 
IN TRADE." 
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